CALI FORNI A W THHCOLDI NG SCHEDULES FOR 1996

California provides two nmethods for determning the ambunt of wages and salaries to
be withheld for state personal income tax:

1. Met hod A - Wage Bracket Tabl e Met hod:

This net hod provides a quick, easy-to-use way to "look up" the appropriate

wi t hhol di ng anmount, given the payroll period, filing status, and nunber of

wi t hhol di ng al | onances (regul ar and additional) claimed. The standard

deduction and personal exenption credit allowances are built into the wage
bracket tables. While this method involves fewer conputational steps than
gbthodhﬁ,lit is not as anenable to automated nmethods of determ ning ampunts to
e w thheld

2. Met hod B - Exact Cal cul ati on Met hod:

This nethod provides a nmeans for "cal cul ati ng" w t hhol di ng anounts either
manual | y or by conputer. To use this nmethod, one nust input the payrol
period, filing status, nunber of mﬁthholdin? al | owances (regul ar and
additional ), standard deduction and personal exenption credit ampunts. These
anounts are included in Tables 1 through 5 of the Exact Cal cul ation Section
(Method B). Instructions for Method B cal cul ation foll ow the wage bracket
tables of Method A Inquiries pertaining to aﬂplication of Method B for
computer software may be directed to the Franchi se Tax Board, Research Bureau
P. O Box 942840, Sacramento, CA 94240
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Special Note - For Married enployees with enpl oyed spouses, it

& that either: single filing status be used to conpute withhold
the greater salaried spouse; or additional flat anounts be wt
under wi thhol di ng of tax.

i
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I NSTRUCTI ONS FOR THE TREATMENT OF ADDI TI ONAL
W THHOLDI NG ALLOMNCES FOR ESTI MATED DEDUCTI ONS

Al'l additional allowances for estinmted deductions clainmed on "California Form DE-4"
nust be used to reduce the ampunt of salaries and wages subject to w tthol di ng by
usln% the met hod shown below. If the federal Form W4 is used for California

wi t hhol di ng purposes, all additional allowances for estimated deductions clai med
nmust be treated as regul ar mjthholding al | ovances unl ess the enpl oyee requests in
witing that they be treated in accordance with the follow ng nethod:

A Subtract the enployee's estimated deduction all owance shown in the "Table 2 -
Esti mat ed Deduction Table" fromthe gross salaries and wages subject to
wi t hhol di ng; and

B. Compute the tax to be w thheld using:
Met hod A - \Wage Bracket Tabl e Method; or
Met hod B - Exact Cal cul ati on Met hod

If California FormDE-4 is used for California wthhol di ng purposes, the tax to be
deducted and wi t hhel d nust be conmputed on the basis of the total nunber of regul ar
wi t hhol di ng al | owances clainmed on line 1 of Form DE-4.

If the federal Form W4 is used for California wthhol di ng purposes, the tax to be
deducted and wit hhel d nust be conmputed on the basis of the total nunber of with
hol di ng al |l owances clained on Iine 1 of Form W4, mnus the nunber of additiona

al | owances for estimted deductions clainmed. |If Form W4 does not separately
identify the number of additional allowances for estinmated deductions, the

enpl oyee' s request nust specify the nunber clained. The enﬁloyee's request will
remain in effect until the enployee termnates it by furnishing a signed witten
notice or by furnishing a California Form DE-4.

Enpl oyers may require enployees to file California FormDE-4 when they wi sh to use
addi tional allowances for estimted deductions to reduce the anount of salaries and
wages subject to wthhol di ng.



CALI FORNI A W THHCOLDI NG SCHEDULES FOR 1996
I NSTRUCTI ONS FOR METHOD A - WAGE BRACKET TABLE METHOD

The steps in determning the amount of tax to be withheld are as foll ows:

Step 1 Determine if the enployee's gross salaries and wages are | ess than the
amount shown in “Table 1 - Low I ncome Exenption Table”. If so, no income
tax is required to be wthheld.

Step 2 If the enployee clains any additional w thholding all owances for )
deductions, subtract the anpbunt shown in "Table - Estimated Deduction

Tabl e” fromthe gross sal aries and wages.

Step 3 Subtract the nunber of additional w thholding allowances fromthe total
al | owances to obtain net allowances for tax computation purposes.

Step 4 Refer to the aﬁpropriate wage bracket table to arrive at the anount of
tax to be wthheld.

EXAVPLE A: Method A - Wage bracket Table Method. Weekly earnings of $700, married,
and cl aimng eight w thhol ding all owances on Form DE-4 or W4, four of
which are for estimated deductions.

Step 1 Ear ni ngs for the meekléxpay period are greater than the anmount shown in
“Table 1 - Low I ncome enption Table” ($298.00); therefore, inconme tax
shoul d be wi thhel d.
Step 2 Earnings for the payroll period................. e $700. 00
Subtract anmount from “Table 2 - Estimated Deduction Table”... -77.00
Sal ari es and wages subject to withholding.................... $623. 00
Step 3 Total nunmber of withhol ding allowances claimed............... 8
Subtract nunber of estimated deduction allowances clained.... -4
Net al |l owances for tax conputation purposes.................. 4
Step 4 Refer to the appropriate wage bracket table (weekly taxable
earni ngs of $623.00 with four deductions) to arrive at the
amount of tax to be withheld........... .. ... ... ... .. ... .. ... $5. 64

EXAVMPLE B: Method A - \Wage Bracket Table Method. Monthly earnings of $3,000.00
married, and claimng six wthholding all owances on Form DE-4 or W4,
two of which are for estimted deductions.

Step 1 Earni ngs for the nonthly Eiyrol! period are greater than the anmount shown
in "Table 1 - Low | ncone enption Table" ($1,290.00); therefore, income
tax shoul d be withheld.

Step 2 Earnings for the payroll period......... ... ... .. ... ... ....... $3, 000. 00
Subtract anmount from “Table 2 - Estimated Deduction Table”... -167. 00
Sal aries and wages subject to withholding.................... $2, 833. 00

Step 3 Total nunmber of withhol ding allowances claimed............... 6
Subtract nunber of estimated deduction allowances clained.... -2
Net al |l owances for tax conputation purposes.................. 4

Step 4 Refer to the appropriate ma?e bracket table (nonthly taxable
earnings of $2,833.00 with four deductions) to arrive at the
amount of tax to be withheld........... ... ... ... . ... ... ... $28. 40



CALI FORNI A W THHCOLDI NG SCHEDULES FOR 1996
METHOD B - EXACT CALCULATI ON METHCD

This nmethod is based upon applying a Piven percentage to the wages (after
deductions) which fall within a taxable income class, adding to this product the
accunul ated tax for all |ower tax brackets, and then subtracting a tax credit based
upon the nunber of all owances clained on the enpl oyee's wi thol ding all owance
certificate (California Form DE-4 or Federal Form W4). This method al so takes into
gogsideration the special treatnent of additional allowances for estimated

educti ons.

The steps in conputing the anbunt of tax to be withheld are as foll ows:

Step 1 Determine if the enployee's gross salaries and wages are | ess than, or
equal to, the ampunt shown in “Table 1 - Low Inconme Exenption Table.” |If
so, no inconme tax is required to be wthheld.

Step 2 If the enpl oyee clains any additional w thhol ding all owances for
estimat ed deductions fromform DE-4, subtract the anount shown in “Table
2 - Estimated Deduction Table” fromthe gross sal aries and wages.

Step 3 Subtract the standard deduction anmount shown in “Table 3 - Standard
Deduction Table” to arrive at the enpl oyee's taxable incone.

Step 4 Use "Table 5 - Tax Rate Table" for the payroll period and marital status
to find the applicable line on which the taxable income is |ocated.
Performthe indicated calculations to arrive at the conputed tax.

Step 5 Subtract the tax credit shown in "Table 4 - Personal Exenption Table”*
fromthe conputed tax to arrive at the anpunt of tax to be wthheld

* If the enpl oyee uses additional allowances clainmed for estimated deductions, such
al | onances nust not be used in the determ nation of tax credits to be subtracted.

EXAMPLE A: Weekly earnings of $140, single, and clainmng one w thhol ding all owance
on Form DE-4 or W4.

Step 1 Ear ni ngs for the meeklEXpayrpll eriod are | ess than the amount shown in
"Table 1 - Low I ncone enption Table" ($148.00); therefore, no incone
tax is to be wthheld.

EXAMPLE B: Biweekly earnings of $950, married, and claimng three w thhol ding
al | omances, one of which is for estimted deducti ons:

Step 1 Earni ngs for the biweekly payroll Beriod are 8reater than the shown in
"Table 1 - Low I ncome Exenption Table" ($595.00); therefore, inconme tax
shoul d be withhel d.
Step 2 Earni ngs for biweekly payroll period........... ... ... .......... $950. 00
Subtract anmpunt from "Table 2 - Estinmated Deduction Table".... -38. 00
Sal ari es and wages subject to withholding..................... $912. 00
Step 3 Subtract anmount from"Table 3 - Standard Deduction Table"..... -191. 00
Taxabl @ i NCOMB. . . . ... $721. 00
Step 4 Tax conputation from"Table 5 - Tax Rate Tabl e"
Entry covering $721.00 (over $372.00 but not over $880.00)
2% of anpunt over $372.00 (.02 x ($721 - 372))............. $ 6.98
Plus the marginal amount ........... ... .. .. ... . . . . . .. .. .. ... +3.72
Comput ed taX . ... 10.70
Step 5 Subtract amount from "Table 4 - Personal Exenption Table"
for two regular withholding allowances..................... -5.08
Net amobunt of tax to be withheld.............. ... ... ... ....... $ 5.62

NOTE: Table 5 provides a nmethod conparable to the federal alternative nethod
for Percentage cal cul ation of withholding. This nmethod is a mnor
sinplification of the exact cal cul ati on nethod descri bed above in that
thg t ax rgte applies to the total taxable incone with the excess anmount
subtract ed.



CALI FORNI A W THHCOLDI NG SCHEDULES FOR 1996
METHOD B - EXACT CALCULATI ON METHOD ( CONTI NUED)

EXAMPLE C. Monthly earnings of $3,300.00, married, and claimng five withhol ding
al | owances on tormDE-4 or WA4.

Step 1 Earni ngs for the nonthly EierI! period are greater than the anount shown
in "Table 1 - Low | ncone enption Table" ($1,290.00); therefore, income
tax shoul d be withheld.

Earnings for nonthly payroll period.......................... $3, 300. 00
Step 2 Not applicable - no estimated deduction all owance cl ai nmed.
Step 3 Subtract anmount from "Table 3 - Standard Deduction Table" ... -415. 00
Taxabl @ i NCOMB. . . . . ... $2, 885. 00
Step 4 Tax computation from"Table 5 - Tax Rate Tabl e"
Entry covering $2,885.00 (over $1,908 but not over $3,012
4% of amount over $1,908.00 (.04 x ($2,885.00 - $1,908.00)) $ 39.08
Plus marginal tax amount............ .. . . . . . ... +30. 10
CoMPUE B0 £ AX. + ottt ettt e e $ 69.18
Step 5 Subtract anmount from "Table 4 - Personal Exenption Table" for
5 regular withholding allowances............. .. ... ......... -27.50
Net ampunt of tax to be withheld................ ... ... ... ... $ 41.68

EXAMPLE D: Weekly earnings of $600.00, unmarried head of household, three
wi t hhol di ng al |l owances on Form DE-4 or WA4.

Step 1 Ear ni ngs for the meeklEXpayroll eriod are greater than the amount in
"Table 1 - Low I ncone enption Table" ($298.00); therefore, inconme tax
shoul d be withhel d.
Earni ngs for weekly payroll period............. ... ........... $600. 00
Step 2 Not applicable - no estimated deducti on all owance cl ai nmed.
Step 3 Subtract anmount from "Table 3 - Standard Deduction Table".... -96. 00
Taxabl @ i NCOMB. . . . . ... $504. 00
Step 4 Tax computation from"Table 5 - Tax Rate Tabl e"
Entry covering $504.00 (over $440.00 but not over $568.00).
4% of amount over $440 (.04 x ($504.00 - $440.00))......... $ 2.56
Plus marginal tax amount.............. . .. . . . .. +6. 95
CoMPUE B0 £ AX. + ottt ittt e e $ 9.51
Step 5 Subtract anmount from "Table 4 - Personal Exenption Table" for
3 regular withholding allowances............ ... ... .. ... ... -3.81
Net ambunt of tax to be withheld.............. ... ... ... ....... $ 5.70

NOTE: EanoYers nar determ ne the anount of inconme tax to be withheld for an
annual payroll period and prorate the tax back to the payroll period.
This nethod may be useful to enployers who have enpl oyees being paid for
nore than one ﬁayroll Period and want to conserve computer menory by
storingdpnly the annual tax rates, wage brackets, deduction values, and
tax credits.

EXAMPLE E: Semi - mont hly earni ngs of $1,500.00, married, and claimng four allowances
on Form DE-4 or W4

Step 1 Earnings for the sem -nonthly payroll period are greater than the shown
in "Table 1 - Low Incone Exenhption Table" ($645.00); therefore, incone
tax shoul d be withheld.

Annual i zed wages and salary (24 x $1,500.00) ................. $36, 000. 00
Step 2 Not applicabl e
Step 3 Subtract amount from"Table 3 - Standard Deduction Table".... -4,974.00
Taxabl @ i NCOMB . . ... e $31, 026. 00
Step 4 Tax conputation from"Table 5 - Tax Rate Tabl e"
Entr¥ covering $31, 026 gover $22, 898 but not over $36, 136)
4% of amount over $22,898.00 (.04 x ($31,026 - $22,898))... $ 325.12
Plus marginal tax amount............. . . .. . . ... +361. 34
Conmput ed annual taX.........c.ouiiit e $ 686.46
Step 5 Subtract anount from "Table 4 - Personal Exenption Table" for
4 regular withholding allowances.............. ... .. .. ... ... -264.00
Annual anount of tax to be withheld........................ $ 422.46

Di vide by number of payroll periods in year (24)............. $ 17. 60



